
ARTICLE m REPRESENTATIONS, WARRANTIES AND CERTAIN COVENANTS OF TCG

TOO represents, warrants andlor covenants to and with ACC as follows:

3.1 Organization and Good Standing. TCO, Acquisition Subsidiary and each of the TCO Subsidiaries is
a corporation or partnership duly olJanized, validly existing and in good standing under the laws of the
jurisdiction of its incorporation or organization and has all requisite corporate or partnership power and authority
to own, lease and operate its properties and to carry on its business as now being conducted. TCO and each of
the TCO Subsidiaries is duly qualified or licensed and in good standing to do business in each jurisdiction in
which the character of the property owned, leased or operated by it or the nature of the business conducted by it
makes such qualification or licensing necessary, except where the failure to be so duly qualified or licensed and
in good standing would not materially adversely affect the business, assets (including, but not limited to,
intangible assets), financial condition, liabilities or the results of operations of TCO and its subsidiaries taken as
a whole ("TCO Material Adverse Effect"). TCO has heretofore made available to ACC accurate and complete
copies of the Articles of Incorporation and Bylaws, as currently in effect, of TCO. For purposes of this
Agreement, the term "TCO Subsidiary" shall mean any "significant subsidiary" (as such term is defined in
Rule 1-02 of Regulation S-X of the SEC) of TCO.

3.2 Capitalization. As of the date hereof, the authorized capital stock of TCO consists of 450,000,000
shares of TCO Stock, 300,000,000 shares of Class B Common Stock. par value $.01 per share ("TCO Class B
Common Stock"), and 150,000,000 shares of Preferred Stock ("TCO Preferred Stock"). As of November 14,
1997, 61,222,030 shares of TCO Stock, 113,489,040 shares of TCO Class B Common Stock and no shares of
TCO Preferred Stock were issued and outstanding and no other capital stock of TCO was authorized or issued.
All issued and outstanding shares of the TCO Stock and TCO Class B Common Stock are duly authorized,
validly issued, fully paid and non-assessable and were issued free of preemptive rights and in compliance with
applicable securities Laws. Except" as set forth in the TCO Securities Filings (as hereil}after defined) or on
Schedule 3.2 attached hereto, or as otherwise contemplated by this Agreement, as of the date hereof there are no
outstanding rights, subscriptions, warrants, puts, calls, unsatisfied preemptive rights, options or other agreements
of any kind relating to any of the outstaqping, authorized but unissued, unauthorized or treasury shares of the
capital stock or any other security of TCO, and there is no authorized or outstanding security of any kind
convertible into or exchangeable for any such capital stock or other security. Except as disclosed in the TCO
Securities Filings. there are no restrictions upo" the transfer of or otherwise pertaining to the securities
(including. but not limited to. the ability to pay dividends thereon) or retained earnings of TCO and the TCO
Subsidiaries or the ownership thereof other than those. if any, described on Schedule 3.2. those imposed by this
Agreement or those imposed by the Securities Act. the Securities Exchange Act. applicable state securities Laws
or applicable corporate Law.

3.3 Authorization; Binding Agreement. TCO and Acquisition Subsidiary have all requisite corporate
power and authority to execute and deliver this Agreement and to consummate the transactions contemplated
hereby. The execution and delivery of this Agreement and the consummation of the transactions contemplated
hereby, including, but not limited to. the Merger, have been duly and validly authorized by the respective Boards
of Directors of TCO and Acquisition Subsidiary, as appropriate. and by the sole stockholder of Acquisition
Subsidiary, and no other corporate proceedings on the part of TCO. Acquisition Subsidiary or any TCG
Subsidiary are necessary to authorize the execution and delivery of this Agreement or to consummate the
transactions contemplated hereby. This Agreement has been duly and validly executed and delivered by each of
TCG and Acquisition Subsidiary and. assuming due and valid execution and delivery by the other parties hereto,
constitutes the legal. valid and binding agreement of TCG and Acquisition Subsidiary, enforceable against each
6f TCG and Acquisition Subsidiary in accordance with its terms, subject to the Enforceability Exceptions. No
vote of the holders of any class of capital stock of TCG is required to approve the execution. delivery and
performance of this Agreement by TCG.

3.4 Governmental Approvals. No Consent from or with any Governmental Authority on the part of TCG
or any of the TCG Subsidiaries is required in connection with the execution or delivery by TCG of this
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Agreement or the consummation by TeG of the transactions contemplated hereby other than (i) the filing of the
Certificate of Merger with the Secretary of State of Delaware in accordance with the Delaware Code. (ii) filings
with the SEC. state securities laws administrators and the NASD, (iii) Consents from the Federal
Communications Commission. state public service or utility commissions (or comparable state Governmental
Authorities) or foreign telephone administrations. (iv) filings under the HSR Act, and (v) those Consents that, if
they were not obtained or made. do not or would not have a TCG Material Adverse Effect or materially and
adversely affect the ability of TCG to perform its obligations set forth herein or to consummate the transactions
contemplated hereby.

3.5 No Violations. The execution and delivery of this Agreement, the consummation of the transactions
contemplated hereby and the compliance by TeG with any of the provisions hereof will not (0 conflict with or
result in any breach of any provision of the Certificate andlor Articles of Incorporation or Bylaws or other
governing instrUments of TCG or any of the TCG Subsidiaries. (ii) except as set forth on Schedule 3.5. require
any consent under or result in a violation or breach of. or constitute (with or without due notice or lapse of time
or both) a default (or give rise to any right of termination. cancellation or acceleration or augment the
performance required) under any of the terms. conditions or provisions of any TCG Material Contract (as
hereinafter defined). (iii) result in the creation or imposition of any lien or encumbrance of any kind upon any of
the assets of TCG or any TCG Subsidiary, or (iv) subject to obtaining the Consents from Governmental
Authorities referred to in Section 3.4. above. contravene any Law currently in effect to which TCG or any TCG
Subsidiary or its or any of their respective assets or properties are subject. except in the case of clauses (ii). (iii)
and (iv), above. for any deviations from the foregoing which do not or would not have a TCG Material Adverse
Effect. For purposes hereof. "TCG Material Contract" shall mean any material note. bond, mortgage. indenture,
contract. lease, license. agreement. understanding. instrUment, bid or proposal that is required to be described in
or filed as an exhibit to any TCG Securities Filing.

3.6 Securities Filings and Litigation. TCG has made available to ACC true and complete copies of (0 its (
Annual Reports on Form lO-K. as amenped. for the year ended December 31. 1996. as filed with the SEC. (ii)
its proxy statements relating to all of the meetings of stockholders (whether annual or special) of TCG since July
2. 1996. as filed with the SEC. and (iii) all other reports. statements and registration statements and amendments
thereto (including. without limitation. Quarterly -Reports on Form IO-Q and Current Reports on Form 8-K, as
amended) filed by TCG with the SEC since July 2. 1996. The reports and statements set forth in clauses (i)
through (iii), above, and those subsequently provided or required to be provided pursuant to this Section. are
referred to collectively as the "TCG Securities Filings"). As of their respective dates. or as of the date of the
last amendment thereof, if amended after filing, none of the TCG Securities Filings (including all schedules
thereto and disclosure documents incorporated by reference therein), contained or, as to TCG Securities Filings
subsequent to the date hereof. will contain any untrue statement of a material fact or omitted or, as to TCG
Securities Filings subsequent to the date hereof. will omit to state a material fact required to be stated therein or
necessary to make the statements therein, in light of the circumstances under which they were made. not
misleading. Each of the TCG Securities Filings at the time of filing or as of the date of the last amendment
thereof, if amended after filing, complied or, as to TCG Securities Filings subsequent to the date hereof, will
comply in all material respects with the Securities Exchange Act or the Securities Act, as applicable. There is no
Litigation pending or. to the knowledge of TCG. threatened against TCG or any of its subsidiaries, any officer,
director, employee or agent thereof. in his or her capacity as SUCh. or as a fiduciary with respect to any TCG
Benefit Plan (as hereinafter defined) or otherwise relating to TCG or any of its subsidiaries or the securities of

.. any of them. or any properties or rights of TCG or any of its subsidiaries or any TCG Benefit Plan which is
required to be described in any TeG Securities Filing that is not so described. No event has occurred as a
consequence of which TCG would be required to file a Current Report on Form 8-K pursuant to the requirements
of the Securities Exchange Act as to which such a report has. not been timely filed with the SEC. Any reports.
statements and registration statements and amendments thereof (including, without limitation. Reports on Form
IO-K, Quarterly Reports on Form lO-Q and Current Reports on Form 8-K, as amended) filed by TCG with the
SEC after the date hereof shall be provided to ACC on the date of such filing. (
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3,9 No Undisclosed Liabilities. Except as forth in Schedule 3.9, neither TCG nor any of its subsidiaries
has any liabilities (absolute, accrued, contingent or otherwise), except liabilities (a) in the aggregate adequately
provided for in TCG's audited balance sheet (including any related notes thereto) for the fiscal year ended
December 31, 1996 included in TCG's 1996 Annual Report on Form 10-K (the "1996 TCG Balance Sheet"),
(b)incurred in the ordinary course of business and not required under generally accepted accounting principles to
be reflected on the 1996 TCG Balance Sheet, (c) incurred since December 31, 1996 in the ordinary course of
business consistent with past practice, (d) incurred in connection with this Agreement, (e) which do not constitute
a TCG Material Adverse Effect or (f) which do not materially and adversely affect the ability of TCG to perform
its obligations set forth herein or to consummate the transactions contemplated hereby.

ARTICLE IV ADDITIONAL COVENANTS OF ACC

ACC covenants and agrees as follows: "

4.1 Conduct of Business of ACC and ACC Subsidiaries, Except as expressly contemplated by this
Agreement or set forth on Schedule 4.1. during the ~riod from the date of this Agreement to the Effective Time,
ACC shall conduct, and it shall cause its subsidiaries to conduct, its or their businesses in the ordinary course
and consistent with past practice, subject to the limitations contained in this Agreement, and ACC shall, and it
shall cause its subsidiaries to, use its or their commercially reasonable efforts to preserve intact its business
organization, to keep available the services of its officers and employees and to maintain satisfactory
relationships with all persons with whom it does business. Without limiting the generality of the foregoing, and
except as otherwise expressly provided in this Agreement, after the date of this Agreement and prior to the
Effective Time, neither ACC nor any of its subsidiaries will, without the prior written consent of TCG:

(i) amend or propose to amend its Certificate or Articles of Incorporation or Bylaws (or comparable
governing instruments) in any material respect;

(ii) issue, grant, sell, pledge. dispose of or propose to grant, sell, pledge or dispose of any shares of, or
any options, warrants, commitments, subscriptions or rights of any kind to acquire or sell any shares of. the
capital stock or other securities of ACC or any of its subsidiaries, including, but not limited to, any securities
convertible into or exchangeable for shares of stock of any class of ACC or any of its subsidiaries. or
authorize for issuance or propose to issue any of the foregoing except for options, except (A) for the

.. issuance of shares of ACC Class A Common Stock pursuant to the exercise of stock options or stock
incentive rights, (B) the conversion of convertible securities outstanding on the date of this Agreement in
accordance with their present terms, (C) the issuance of shares of ACC Class A Common Stock in
accordance with the terms of acquisitions approved by TCG and (D) the issuance and sale of shares of ACC
Class A Common Stock purchased in respect of the calendar quarter ended December 31. 1997 pursuant to
the ACC Corp. Employee Stock Purchase Plan;
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(iii) split, combine or reclassify any shares of its capital stock or declare, payor set aside any dividend
or other distribution (whether in cash, stock or property or any combination thereof) in respect of its capital
stock, adler than dividends or distributions to ACC or a subsidiary of ACC, or directly or indirectly redeem.
purchase or otherwise acquire or offer to acquire any shares of its capital stock or other securities;

(iv) other than in the ordinary course of business consistent with past practice, (a) except in connection
with a 550 million increase in the principal amount of the credit facility pursuant to the Amended and
Restated Credit Agreement dated as of January 14, 1997 by and among ACC and certain of its subsidiaries
as Borrower, ACC as Guarantor, First Union National Bank of North Carolina as Managing Agent and
Administrative Agent, and Fleet National Bank. as Managing Agent and Documentation Agent, as it may
have been amended through the date hereof (the "Credit Facility Increase"), create. incur or assume any
debt or obligations in respect of capital leases, except refinancings of existing obligatlllflS on terms that are
no less favorable to ACC or its subsidiaries than the existing terms; (b) except in connection with the Credit
Facility Increase, assume, guarantee, endorse or otherwise become liable or responsible (whether directly,
indirectly, contingently or otherwise) for the obligations of any person; (c) make any capital expenditures
or make any loans, advances or capital contributions to, or investments in, any other person (other than to a
subsidiary of ACC and customary travel, relocation or business advances to employees made in the ordinary
course of business consistent with past practice), except for capital expenditures not to exceed $60 million
pursuant to ACes budget for fiscal year 1998, a copy of which has been provided to TCG by ACC prior to
the date hereof; (d) acquire the stock or assets of, or merge or consolidate with, any other person other than
transactions contemplated by agreements which have been executed and delivered by ACC as of the date
hereof; provided that ACC will not amend, modify or waive any provision of any such agreement, or
terminate any such agreement, without the prior written consent of TCG; (e) voluntarily incur any material
liability or obligation (absolute, accrued, contingent or otherwise); or (f) sell, transfer, mortgage, pledge or
otherwise dispose of. or encumber, or agree to sell, transfer, mortgage, pledge or otherwise dispose of or
encumber, any assets or properties, real, personal or mixed material to ACC and it~ subsidiaries taken as a
whole, other than to secure debt permitted under sub-clause (a) of this clause (iv);

(v) other than as required by law or pursuant to the terms of agreements in effect on the date of this
Agreement and in the ordinary course of business, consistent with past practice (a) increase in any manner
the compensation paid to any of its officers in excess of 5% of the compensation of such officers for the
prior year, (b) increase in any manner the compensation of any employees. other than officers, other than in
the ordinary course, (c) enter int~, establish, amend or terminate any employment or consulting agreement
for a term of more than one year or for compensation in excess of $50;000, (d) enter into, establish. amend
or terminate any retention, change in control, collective bargaining, bonus, incentive compensation, stock
option, stock incentive right, stock purchase, severance, deferred compensation, non-qualified retirement or
welfare plan. policy, agreement, trust, fund or arrangement with, for or in respect of, any stockholder.
officer, director, other employee, agent, consultant or affiliate, (e) enter into, establish, terminate or
materially amend any tax-qualified retirement plan or welfare plan (not including any severance plan) except
as may be required by ERISA, or (f) permit the exercise of any stock option, or the payment of any taxes
relating to the exercise of such options. by any means other than cash, except to the extent the optionee
currently has the unrestricted right to exercise other than for cash pursuant to any Employee Plan or
Compensation Arrangement; provided, however, with respect to all of the foregoing matters in this Section
4.1(v), TCG and ACC will consult with each other regarding any request made by ACC pertaining to such
matters and TCG shall not unreasonably withhold its consent as to matters requested by ACC; and

(vi) enter into any lease or amend any lease of real property other than in the ordinary course of
business consistent with past practice.

Furthermore, ACC covenants that from and after the date of this Agreement, unless TCG shall otherwise
expressly consent in writing, ACC shall, and ACC shall cause each of its subsidiaries to, use its or their
reasonable efforts to comply in all material respects with all Laws applicable to it or any of its properties, assets
or business and maintain in full force and effect all ACC Permits necessary for, or otherwise material to, such
business.

A-16



4.2 Notificarion of Certain Marrers. ACC shall give prompt notice to TCG if any of the following occur
after the date of this Agreement: (i) its receipt of any notice of. or other communication relating to. a default or
Event which, with notice or lapse of time or both. would become a material default under any ACC Material
Contract; (ti) its receipt of any notice or other communication in writing from any third party alleging that the
Consent of such third party is or may be required in connection with the transactions contemplated by this
Agreement. provided that such Consent would have been required to have been disclosed in this Agreement; (iii)
its receipt of any material notice or other communication from any Governmental Authority (including. but not
limited to, the NASD or any securities exchange) in connection with the transactions contemplated by this
Agreement; (iv) the occurrence of an Event which could reasonably be expected to have an ACC Material
Adverse Effect; (v) the commencement or threat of any Litigation involving or affecting ACC or any of its
subsidiaries. or any of their respective properties or assets, or. to its knowledge, any employee. agent. director or
officer. in his or her capacity as such. of ACC or any of its subsidiaries which. if pending on the date hereof.
would have been required to have been disclosed in this Agreement or which relates to the consummation of the
Merger or any material development in connection with any Litigation disclosed by ACC in or pursuant to this
Agreement or the ACC Securities Filings; and (vi) the occurrence of any Event that could cause a breach by
ACC of any provision of this Agreement, including such a breach that could occur if such Event had taken place
on or prior to the date of this Agreement.

4.3 Access and Information. Between the date of this Agreement and the Effective Time. ACC and its
subsidiaries will give. and shall direct their accountants and legal counsel to give. TCG. its lenders and their
respective authorized representatives (including. without limitation. financial advisors. accountants and legal
counsel) at all reasonable times access as reasonably requested to all offices and other facilities and to all
contracts. agreements. commitments. books and records (including, but not limited to, Tax Returns) of or
pertaining to ACC and its subsidiaries. will permit the foregoing to make such reasonable inspections as they
may require and will cause its officers promptly to furnish TCG with (a) such financial and .operating data and
other information with respect to the business and properties of ACC and its subsidiaries as TCG may from time
to time reasonably request, and (b) a copy of each material report. schedule and other document filed or received
by ACC or any of its subsidiaries pursuant to the requirements of applicable securities Laws or the NASD. ACC
shall. upon request. furnish TCG with all information concerning itself. its subsidiaries, directors. officers and
stockholders and such other matters as may be reasonably necessary or advisable in connection with the
ProspectuslProxy Statement or any other statement. filing. notice or application made by or on behalf of TCG.
ACC or Acquisition Subsidiary or any of their respective subsidiaries to any Governmental Authority in
connection with the Merger and the other transactions contemplated by this Agreement.

4.4 Stockholder Approval. As soon as practicable, ACC will take all steps necessary to duly call. give
notice of, convene and hold a meeting of its stockholders for the purpose of approving the ACC Proposals and
for such other purposes as may be necessary or desirable in connection with effectuating the transactions
contemplated hereby. Except as otherwise contemplated by this Agreement (including. without limitation.
Section 4.8 hereof). the Board of Directors of ACC (i) will recommend to the stockholders of ACC that it
approves the ACC Proposals, and (ii) will use its commercially reasonable effons to obtain any necessary
approval by ACe's stockholders of the ACC Proposals, including. without limitation. voting the shares of ACC
Class A Common Stock held by such Directors for such adoption and approval.

4.5 Commercially Reasonable Efforrs. Subject to the terms and conditions herein provided. ACC agrees
to use its commercially reasonable efforts to take, or cause to be taken. all actions, and to do, or cause to be
dope, all things necessary, proper or advisable to consummate and make effective as promptly as practicable the
Merger and the transactions contemplated by this Agreement including. but not limited to (i) obtaining the
Consent of ACe's lenders and others to this Agreement and the transactions contemplated hereby, (ii) the
defending of any Litigation against ACC or any of its subsidiaries challenging this Agreement or the
consummation of the transactions contemplated hereby. (iii) obtaining all Consents from Governmental
Authorities required for the consummation of the Merger and the transactions contemplated thereby, and (iv)
timely making all necessary filings under the HSR Act. Upon the terms and subject to the conditions hereof,
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ACC agrees to use commercially reasonable efforts to take. or cause to be taken. all actions and to do, or cause
to be done. all things necessary to satisfy the other conditions of the Closing set forth herein.

4.6 Public Announcements. So long as this Agreement is in effect. ACC shall not. and shall cause its
affiliates not to, issue or cause the publication of any press release or any other announcement with respect to
the Merger. the ACC Proposals or the transactions contemplated hereby or thereby without the consent of TCG.
except where such release or announcement is required by applicable Law or pursuant to any applicable listing
agreement with. or rules or regulations of, the NASD, in which case ACC, prior to making such announcement,
shall consult with TCG regarding the same.

4.7 Compliance. In consummating the Merger and the transactions contemplated hereby, ACC shall
comply in all material respects with the provisions of the Securities Exchange Act and the Securities Act and
shall comply, and cause its subsidiaries to comply or to be in compliance, in all material respects. with all other
applicable Laws.

4.8 No Solicitation.

(a) ACC shall, and shall direct and use commercially reasonable efforts to cause its officers. directors.
employees, representatives and agents to, immediately cease any discussions or negotiations with any parties that
may be ongoing with respect to an ACC Takeover Proposal (as hereinafter defined). ACC shall not, nor shall it
permit any of its subsidiaries to, nor shall it authorize or permit any of its officers, directors or employees or any
investment banker, financial advisor, attorney, accountant or other representative retained by it or any of its
subsidiaries to, directly or indirectly, (i) solicit, initiate or encourage (including by way of furnishing
information), or take any other action designed or reasonably likely to facilitate, including, without limitation,
any amendment, modification or termination, or any agreement to do any of the foregoing, to the ACC Rights
Plan or any redemption of the Rights, any inquiries or the making of any proposal which constitutes, or may
reasonably be expected to lead to, any ACC Takeover Proposal or (ii) participate in any discussions or
negotiations regarding any ACC Takeover Proposal; provided, however. that if, at any time prior to the time of
the ACC Stockholders Meeting, the Board of Directors of ACC determines in good faith, upon advice from
outside counsel. that it is necessary to do so in order to comply with its fiduciary duties to ACC's stockholders
under applicable law, ACC may. in response to an ACC Takeover Proposal or material modification to an ACC
Takeover Proposal. which ACC Takeover Proposal or material modification was made after the date hereof and
was not solicited after the date hereof, and subject to compliance with Section 4.8(c). (x) furnish information
with respect to ACC to any person pursuant to a confidentiality agreement. which either was executed prior to
the date hereof or is substantially similar to the Confidentiality Agreement dated as of November 13, 1997 by
and between ACC and TCG and (y) participate in negotiations regarding such ACC Takeover Proposal or
material modification made after the date hereof. "ACC Takeover Proposal" means any inquiry, proposal or
offer from any person relating to any direct or indirect acquisition or purchase of 15% or more of the assets of
ACC and its subsidiaries or 15% or more of any class of equity securities of ACC or any of its subsidiaries, any
tender offer or exchange offer that if consummated would result in any person heneficially owning 15% or more
of any class of equity securities of ACC or any of its subsidiaries, any merger, consolidation, share exchange,
business combination, recapitalization, liquidation, dissolution or similar transaction involving ACC or any of its
subsidiaries (other than the transactions contemplated by this Agreement) or any other transaction the
consummation of which could reasonably be expected to impede, interfere with. prevent or materially delay the
Merger or which would reasonably be expected to diminish materially the benefits to TCG of the transactions
contemplated by this Agreement.

(b) Except as set forth in this Section 4.8. neither the Board of Directors of ACC nor any committee thereof
shall (i) withdraw or modify, or propose publicly to withdraw or modify, in a manner adverse to TCG, or take
any action not explicitly permitted by this Agreement that would be inconsistent with, the approval or
recommendation by such Board of Directors or such committee of the ACC Proposals, (ii) approve or
recommend, or propose publicly to approve or recommend, any ACC Takeover Proposal or (iii) cause ACC to
enter into any letter of intent, agreement in principle, acquisition agreement or other similar agreement (each. an
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4.11 Affiliate Agreements. ACC shall use commercially reasonable efforts to ensure that each person who I.
is or may be an "affiliate" of ACC within the meaning of Rule 145 promulgated under the Securities Act shall ~
enter into an agreement in the form attached hereto as Schedule 4.11 as soon as practicable after the date hereof.

4.12 Takeover Statutes. If any "fair price," "moratorium." "control share acquisition" or other similar
antitakeover statute or regulation enacted under state or federal laws in the United States. including. without
limitation. Section 203 of the Delaware Code (each. a "Takeover Statute" and. collectively. "Takeover
Statutes"), is or may become applicable to the Merger, the ACC Proposals or the transactions contemplated
hereby and thereby. ACC and the members of its Board of Directors will grant such approvals. and take such
actions. as are necessary so that the transactions contemplated by this Agreement and the ACC Proposals may
be consummated as promptly as practicable on the terms contemplated hereby and thereby and otherwise act to
eliminate or minimize the effects of any Takeover Statute on any of the transactions contemplated hereby or
thereby.

4.13 Pooling Accounting Treatment. ACC agrees not to take any action that to its knowledge could
reasonably be expected to adversely affect the ability of TCG to treat the Merger as a pooling of interests. and
ACC agrees to take such action as may be reasonably required to negate the impact of any past actions which to
its knowledge could reasonably be expected to adversely impact the ability of TCG to treat the Merger as a
pooling of interests.

ARTICLE V ADDmONAL COVENANTS OF TCG

5.1 Access and 1nformation. Between the date of this Agreement and the Effective Time. TCG and its
subsidiaries will give. and shall. direct their respective accountants and legal counsel to give ACC. and its
authorized representatives (including, without limitation. its lenders. financial advisors: accountants and legal
counsel) at all reasonable times access as reasonably requested to all offices and other facilities and to all
contracts. agreements. commitments. books and records (including. but not limited to. Tax Returns) of or
pertaining to TCG and its subsidiaries:'will permit the foregoing to make such reasonable inspections as they
may require and will cause its officers promptly to furnish ACC with (a) such financial and operating data and
other information with respect to the business and properties of TCG and its subsidiaries as ACC may from time
to time reasonably request. and (b) a copy of each material report. schedule and other document filed or received
by TCG or any of its subsidiaries pursuant to the requirements of applicable securities Laws or the NASD.

5.2 Employee Matters.

(a) On and after the Effective Time TCG agrees that employees of ACC and its subsidiaries prior to the
Effective Time who are employees of the Surviving Corporation or its subsidiaries shall be provided with and
permitted to participate in all Employee Plans and Compensation Arrangements provided to similarly situated
employees of TCG and/or its subsidiaries, which Employee Plans and Compensation Arrangements may. in
TCG's sole discretion. include Employee Plans and Compensation Arrangements of ACe. For purposes of
eligibility to participate in and vesting in benefits provided under such Employee Plans and Compensation
Arrangements, and for determining benefits or accruals under such Employee Plans and Compensation
Arrangements. all employees of ACC and its subsidiaries prior to the Effective Time who become employees of
the Surviving Corporation or its subsidiaries, shall be credited with their years of service with ACC and its
subsidiaries prior to the Effective Time to the same extent as credited by ACe under the Employee Plans and

,Compensation Arrangements of ACC and to the extent permitted under applicable law.

(b) TCG acknowledges and agrees that. pursuant to the terms thereof on the date of this Agreement. the
vesting of all outstanding ACC Options and warrants or arrangements to acquire capital stock of ACC as set
forth on the Schedules to this Agreement and all ACC SIRs shall accelerate immediately upon the Effective
Time.
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5.3 Commercially Reasonable Efforts.

(a) Subject to the tenns and conditions herein provided, TCG agrees to use its commercially reasonable
efforts to take, or cause to be taken, all actions, and to do, or cause to be done, all things necessary, proper or
advisable to consummate and make effective as promptly as practicable the Merger and the transactions
contemplated by this Agreement including, but not limited to (i) obtaining all Consents from Governmental
Authorities required for the consummation of the Merger and the transactions contemplated thereby, (ii) timely
making all necessary filings under the HSR Act and (iii) causing the shares of TCG Stock comprising the Merger
Consideration to be approved for listing on the Nasdaq as promptly as practicable. Upon the tenns and subject to
the conditions hereof, TCG agrees to use commercially reasonable efforts to take, or cause to be taken, all actions
and to do, or cause to be done, all things necessary to satisfy the other conditions of the Closing set forth herein.

(b) Notwithstanding anything to the contrary contained in this Agreement, TCG shall not be required to
agree to any prohibition, limitation or other requirements that would (i) prohibit or limit the ownership or
operation by TCG or any of its subsidiaries or affiliates of any material portion of the business or assets of TCG
or any of such subsidiaries or affiliates, or compel TCG or any of its subsidiaries or affiliates to dispose of or
hold separate any material portion of its business or assets or any of its subsidiaries or affiliates. (ii) impose
limitations on TCG's ability to acquire or hold, or exercise full rights of ownership of, any shares of capital
stock. including, without limitation, the right to vote any capital stock on all matters properly presented to
stockholders, (iii) prohibit TCG or any of its subsidiaries or affiliates from effectively controlling in any material
respect the business or operations of TCG or any of its subsidiaries or affiliates, or (iv) otherwise materially
adversely affect TCG or any of its subsidiaries or affiliates. For purposes hereof, "subsidiaries" or "affiliates"
TCG shall include, without limitation, ACC or any of its subsidiaries or affiliates from and after the Effective
Time.

5.4 Public Announcements. So long as this Agreement is in effect, TCG shall not, and shall cause its
affiliates not to, issue or cause the publication of any press release or any other announcement with respect to
the Merger, the ACC Proposals or the transactions contemplated hereby or thereby without the consent of ACe.
except as may be required by the Securities Act in connection with the offer and sale of any securities by TCG
or where such release or announcement is required by applicable Law or pursuant to any applicable listing
agreement with, or rules or regulations of, the NASD, in which case TCG, prior to making such announcement,
will consult with ACC regarding the same.

5.5 Compliance. In consummating the Merger and the transactions contemplated hereby, TCG shall
comply in all material respects with the provisions of the Securities Exchange Act and the Securities Act and
shall comply, andlor cause its subsidiarie<; to comply or to be in compliance, in all material respects. with all
other applicable Laws.

5.6 SEC and Stockholder Filings. TCG shall send to ACC a copy of all material public reports and
materials as and when it sends the same to its stockholders, the SEC or any state or foreign securities
commission.

5.7 Indemnification. The indemnification provisions of the By-laws and the Certificate of Incorporation
of the Surviving Corporation shall not be amended, repealed or otherwise modified for a period of six years after
the Closing Date in any manner that would adversely affect the rights thereunder of individuals who immediately
prior to the Closing Date were directors, officers, agents or employees of ACC unless otherwise required by
applicable Law. From and after the Effective Time, TCG and the Surviving Corporation shall jointly and
s~erally indemnify, defend and hold hannless the directors, officers and agents of ACC as provided in ACC's
Certificate of Incorporation, By-Laws or indemnification agreements, as in effect as of the date hereof, with
respect to matters occurring through the Closing Date. To the extent available, TCG agrees to cause the Surviving
Corporation to maintain in effect for not less than three years after the Closing Date policies of directors' and
officers' liability insurance comparable to those maintained by ACe with carriers comparable to ACC's existing
carriers and containing terms and conditions which are no less advantageous in any material respect to the
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officers, directors and employees of ACC; provided. however, that the Surviving Corporation shall not be
required to pay an annual premium for such insurance in excess of two times the last annual premium paid prior
to the date hereof, but in such case shall purchase as much coverage as possible for such amount.

5.8 Affiliate Agreements. TCG shall use commercially reasonable efforts to ensure that each person who
is or may be an "affiliate" of TCG within the meaning of Rule 145 promulgated under the Securities Act shall
enter into an agreement in the form attached hereto as Schedule 5.8 as soon as practicable after the date hereof.

5.9 Negative Covenants. Between the date of this Agreement and the Effective Time, TCG shall not
declare, payor set aside any dividend or other distribution (whether in cash. stock or property or any combination
thereot) in respect of its equity securities or directly or indirectly redeem, purchase or otherwise acquire or offer
to acquire any shares of its equity securities, other than any such action which would result in an adjustment to
the Merger Consideration pursuant to the last sentence of Section 1.3(a) or any such action pursuant to any
employment agreement, Employee Plan or Compensation Arrangement.

5.10 Preparation of Tax Returns. TCG shall prepare and file, or cause to be prepared and filed, in
accordance with ACC's past custom and practice, all Tax Returns for ACC and its subsidiaries for all taxable
periods ending on or prior to the Closing Date for which Tax Returns have not been filed prior to the Closing
Date, and the Surviving Corporation shall pay all Taxes shown to be due on such Tax Returns.

5.11 Tax Opinion Certification. TCG shall execute and deliver a certificate, in a form satisfactory to the
counsel of both ACC and TCG, signed by an officer of TCG setting forth factual representations and covenants
that will serve as a basis for the tax opinions required pursuant to Section 6.2.5 of this Agreement.

5.12 Notification of Certain Matters. TCG shall give prompt notice to ACC if any of the following occur
after the date of this Agreement: (i) its receipt of any material notice or other communication from any
Governmental Authority (including, without limitation, the NASD or any securities exchange) in connection with
the transactions contemplated by this Agreement, (ii) the occurrence of an Event which could reasonably be
expected to have a TCG Material Adverse Effect; and (iii) the occurrence of any Event that could cause a breach
by TCG of any provision of this Agreement, including such a breach that could occur if such Event had taken
place on or prior to the date of this Agreement.

ARTICLE VI CONDITIONS

6.1 Conditions to Each Party's Obligations. The respective obligations of each party to effect the Merger
shall be subject to the fulfillment or waiver at or prior to the Effective Time of the following conditions:

6.1.1 Stockholder Approval. The ACC Proposals shall have been approved at or prior to the Effective
Time by the requisite vote of the stockholders of ACC in accordance with the Delaware Code and the rules
and regulations of the NASD.

6.1.2 No Injunction or Action. No order, statute, rule, regulation, executive order, stay, decree,
judgment or injunction shall have been enacted, entered, promulgated or enforced by any court or other
Governmental Authority which prohibits or prevents the consummation of the Merger which has not been
vacated, dismissed or withdrawn by the Effective Time. ACC and TCG shall use their reasonable best
efforts to have any of the foregoing vacated. dismissed or withdrawn by the Effective Time.

6.1.3 HSR Act. Any waiting period applicable to the Merger under the HSR Act shall have expired
or earlier termination thereof shall have been granted and no action. suit, proceeding or investigation shall
have been instituted by either the United States Department of Justice or the Federal Trade Commission to
prevent the consummation of the transactions contemplated by this Agreement or to modify or amend such
transactions in any material manner, or if any such action. suit, proceeding or investigation shall have been
instituted, it shall have been withdrawn or a final judgment shall have been entered against such Department
or Commission. as the case may be.
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6.1.4 Registration Statement. The Registration Statement shall have been declared effective and no
stop order suspending the effectiveness of the Registration Statement shall have been issued and no action.
suit. proceeding or investigation for that purpose shall have been initiated or threatened by any
Governmental Authority.

6.1.5 Quotation of rCG Stock. The shares of TCG Stock comprising the Merger Consideration shall
have been approved for listing on the Nasdaq.

6.2 Conditions to Obligations ofACe. The obligation of ACC to effect the Merger shall be subject to the
fulfillment at or prior to the Effective Time of the following additional conditions. anyone or more of which
may be waived by ACC:

6.2.1 rCG Representations and Warranties. The representations and warranties of TCa contained
in this Agreement that are modified by materiality or TCa Material Adverse Effect shall be true and correct
in all respects and those that are not so modified shall be true and correct in all material respects. on the
date hereof and as of the Effective Time as if made at the Effective Time. except to the extent a
representation and warranty speaks as of a particular date. in which case such representation and warranty
shall have been so true and correct as of such particular date.

6.2.2 Performance by TCG. TCa shall have performed and complied with all of the covenants and
agreements in all material respects and satisfied in all material respects all of the conditions required by this
Agreement to be performed or complied with or satisfied by TCa at or prior to the Effective Time.

6.2.3 [Intentionally Omitted]

6.2.4 Certificates and Other Deliveries. TCa shall have delivered to ACC a certificate executed on
its behalf by its President or another authorized officer to the effect that the conditions set forth in
Subsections 6.2.1 and 6.2.2 above. have been satisfied.

6.2.5 Tax Opinion. ACC shall have received an opinion from ACe's tax counsel substantially to the
effect that. if the Merger is consummated in accordance with the provisions of this Agreement. under current
law. for federal income tax purposes. the Merger will qualify as a reorganization within the meaning of
Section 368(a) of the Code.

6.3 Conditions to Obligations of rCG. The obligations of TCa to effect -the Merger shall be subject to
the fulfillment at or prior to the Effective Time of the following additional conditions. anyone or more of which
may be waived by TCa:

6.3.1 ACC Representations and Warranties. The representations and warranties of ACC contained
in this Agreement that are modified by materiality or ACC Material Adverse Effect shall be true and correct
in all respects. and those that are not so modified shall be true and correct in all material respects. on the
date hereof and as of the Effective Time as if made at the Effective Time. except to the extent a
representation and warranty speaks as of a particular date. in which case such representation and warranty
shall have been so true and correct as of such particular date.

6.3.2 Performance by ACe. ACC shall have performed and complied with all the covenants and
agreements in all material respects and satisfied in all material respects all the conditions required by this
Agreement to be performed or complied with or satisfied by ACC at or prior to the Effective Time.

6.3.3 [Intentionally Omitted]

6.3.4 Governmental Approvals. All Consents of any Governmental Authority required for the
consummation of the Merger and the transactions contemplated by this Agreement shall have been obtained
by Final Order (as hereafter defined). except as may be waived by TCa or those Consents the failure of
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which to be obtained will not materially adversely affect the business, assets (including, but not limited to.
intangible assets), financial condition, liabilities or the results of operations of the Surviving Corporation ~
and its subsidiaries taken as a whole ("Surviving Corporation Material Adverse Effect") and such Consents
shall not contain any Restrictive Provision. The term "Final Order" with respect to any Consent of a
Governmental Authority shall mean an action by the appropriate Governmental Authority as to which: (i)
no request for stay by such Governmental Authority of the action is pending, no such stay is in effect, and.
if any deadline for filing any such request is designated by statute or regulation, it has passed; (ii) no petition
for rehearing or reconsideration of the action is pending before such Governmental Authority, and no appeal
or comparable administrative remedy with such or any other Governmental Authority is pending before such
Governmental Authority, and the time for filing any such petition. appeal or administrative remedy has
passed; (iii) such Governmental Authority does not have the action under reconsideration on its own motion
and the time for such reconsideration has passed; and (iv) no appeal to a court, or request for stay by a
court, of the Governmental Authority action is pending or in effect, and if any deadline for filing any such
appeal or request is designated by statute or rule, it has passed. The term "Restrictive Provision" shall mean
any prohibition, limitation or other requirements that could reasonably be expected to have a Surviving
Corporation Material Adverse Effect.

6.3.5 Certificates and Other Deliveries. ACC shall have delivered, or caused to be delivered, to TCG
a certificate executed on its behalf by its President or another duly authorized officer to the effect that the
conditions set forth in Subsections 6.3.1 and 6.3.2 above, have been satisfied.

6.3.6 Opinion ofACC Counsel. TCG shall have received the opinion of special telecommunications
counsel to ACC, in form and substance reasonably satisfactory to TCG and customary for similar
transactions in such jurisdictions, covering regulatory maners in the Federal Republic of Germany, the
United Kingdom, Canada, Massachusetts, New York, the United States and any other national or state
jurisdiction in which ACC owns, leases or operates one or more telecommunications switching devices.

6.3.7 Tax Opinion. TCG shall have received an opinion from TCG's tax counsel substantially to the
effect that, if the Merger is consummated in accordance with the provisions of this Agreement, under current
law, for federal income tax purpq~es, the Merger will qualify as a reorganization within the meaning of
Section 368(a) of the Code.

ARTICLE vn TERMINATION AND ABANDONMENT

7.1 Termination. This Agreement may be tenninated at any time prior to the Effective Time, whether
before or after approval of the stockholders of ACC and TCG described herein:

(a) by mutual written consent of TCG and ACC;

(b) by either TCG or ACC if:

(i) the Merger shall not have been consummated on or prior to the first anniversary of the date
hereof; provided, however, that the right to terminate this Agreement pursuant to this Section 7.l(b)(i)
shall not be available to any party whose breach of any of its representations, warranties, covenants or
other agreements under this Agreement or failure to perform any of its obligations under this
Agreement results in the failure of the Merger to be consummated by such time;

(ii) the approval of ACe's stockholders required by Section 6.1.1 shall not have been obtained at
a meeting duly convened therefor or at any adjournment or postponement thereof (the "ACC
Stockholders Meeting"); or

(iii) any Governmental Authority shall have issued an order, decree or ruling or taken any other
• action permanently enjoining, restraining or otherwise prohibiting the consummation of the Merger and

such order, decree or ruling or other action shall have become final and nonappealable;

(c) by TCa, if:

(i) ACC shall have breached in any material respect any of its representations, warranties,
covenants or other agreements contained in this Agreement, which breach or failure to perform is
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incapable of being cured or has not been cured within 20 days after the giving of written notice thereof
to ACC;

Oi) Section 4.8 shall be breached by ACC in any material respect and ACC shall have failed to
promptly terminate the activity giving rise to such breach and use commercially reasonable best efforts
to cure such breach upon notice thereof from TCO, or ACC shall breach Section 4.8 by failing to
promptly notify TCO as required thereunder;

(iii) (A) the Board of Directors of ACC or any committee thereof shall have withdrawn or
modified in a manner adverse to TCO its approval or recommendation of the ACC Proposals, or
approved or recommended any ACC Takeover Proposal or (B) the Board of Directors of ACC or any
committee thereof shall have resolved to take any of the foregoing actions; or

(iv) Any person (other than TCO or any of its affiliates or associates) shall have acquired
beneficial ownership (as such term is defined in Rule 13d-3 promulgated under the Securities Exchange
Act). or any "group" (as such term is defined in Section 13(d)(3) of the Securities Exchange Act)
(other than a group of which TCO or any of its affiliates or associates is a member) shall have been
formed which beneficially owns, 10% or more of the voting power of ACC; or

(d) by ACC:

(i) if TCG shall have breached in any material respect any of its representations, warranties,
covenants or other agreements contained in this Agreement. which breach ot failure to perform is
incapable of being cured or has not been cured within 20 days after the giving of written notice thereof
to TCG; or

(ii) prior to the time of the ACC Stockholders Meeting, in accordance with Section 4.8(b).
provided that it has complied with all provisions thereof. including the notice provisions therein, and
that it complies with applicable requirements relating to the payment (including the timing of any
payment) of the Termination Fee.

The party desiring to terminate this Agreement pursuant to the preceding paragraphs (b), (c)(i), (c)(ii),
(c)(iii). (c)(iv), (d)(i) or (d)(ii) shall give written notice of such termination to the other party in accordance with
Section 8.5 below.

7.2 Effect of Termination and Abandonment.

(a) In the event of termination of this Agreement and the abandonment of the Merger pursuant to this
Article VII, this Agreement (other than as set forth in this Section 7.2, Section 7.3. Section 8.1 and Section 8.7)
shall become void and of no effect with no liability on the part of any party hereto (or of any of its directors.
officers, employees. agents, legal or financial advisors or other representatives); provided. however. that no such
termination shall relieve any party hereto from any liability for any breach of this Agreement.

(b) In the event that this Agreement (i) is terminated by TCG pursuant to Section 7.l(c)(i) or 7.1.(c)(ii) or
by TCG or ACC pursuant to Section 7.I(b)(ii), and (ii) a bona fide ACC Takeover Proposal shall have been
made known to ACC or any of its subsidiaries or made known to its stockholders generally or publicly
announced or any Person shall have publicly announced an intention (whether or not conditional) to make a bona
fide ACC Takeover Proposal, in each case before any such termination, and such ACC Takeover Proposal shall
have been consummated or an agreement with respect to such ACC Takeover Proposal (whether or not binding)
shall have been executed by ACC within twelve (12) months of the date of such termination, then ACC shall, on
the date such ACC Takeover Proposal is consummated, pay TCG a fee equal to Thirty Two Million Five
Hundred Thousand Dollars ($32,500,000) (the "Termination Fee"). payable by wire transfer of same day funds.
In the event that this Agreement is terminated by TCG pursuant to Section 7.I(c)(iii), then ACC shall pay TCG
the Termination Fee, payable by wire transfer of same day funds, within one (I) business day of the date of such
termination. In the event that this Agreement is terminated by ACC pursuant to Section 7.l(d)(ii), then ACC
shall pay TCG the Termination Fee, by wire transfer of same day funds, concurrently with its notice of
termination (and such termination shall not be effective until TCG shall have received such Termination Fee). In
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the event that the Tennination Fee becomes due and payable by ACC to TCG pursuant to this Section 7.2(b). ..
ACC shall promptly pay. upon TCG's request, all out-of-pocket charges and expenses incurred by TCG in ,
connection with this Agreement and the transactions contemplated hereby in an amount not to exceed Seven
Million Five Hundred Thousand Dollars ($7,500,000), which payments shall be credited against any Tennination
Fee that may subsequently become payable. ACC acknowledges that the agreements contained in this Section
7.2(b) are an integral part of the transactions contemplated by this Agreement, and that. without these
agreements. TCG would not enter into this Agreement; accordingly, if ACC fails to promptly pay the amount
due pursuant to this Section 7.2(b), and, in order to obtain such payment. TCG commences a suit which results
in a judgment against ACC for the Termination Fee set forth in this paragraph (b), ACC shall also pay to TCG
its costs and expenses (including attorneys' fees) in connection with such suit, together with interest on the
amount of the Termination Fee at the prime rate of Citibank N.A. in effect on the date such payment was required
to be made.

7.3 Procedure Upon Termination. In the event of termination and abandonment pursuant to this Article
VII, this Agreement shall tenninate and the Merger shall be abandoned without further action by ACC or TCO.
provided that the agreements contained in Sections 7.2, 8.1 and 8.7 hereof shall remain in full force and effect.
If this Agreement is tenninated as provided herein, each party shall use its reasonable best efforts to redeliver all
documents, work papers and other material (including any copies thereof) of any other party relating to the
transactions contemplated hereby, whether obtained before or after the execution hereof, to the party furnishing
the same. Nothing contained in this Agreement shall relieve any party from any liability for any inaccuracy.
misrepresentation or breach of this Agreement prior to tennination.

ARTICLE VllI MISCELLANEOUS

8.1 Confidentiality. Unless (i) otherwise expressly provided in this Agreement, (ii) required by applicable
Law or any listing agreement with, or the rules and regulations of, any applicable securities exchange or the
NASD, (iii) necessary to secure any required Consents as to which the other party has been advised, or (iv)
consented to in writing by TCG and ACC;' any infonnation or documents furnished in connection herewith shall
be kept strictly confidential by ACe. TCG and their respective officers, directors. employees and agents. Prior to
any disclosure pursuant to the preceding sentence. ~he party intending to make such disclosure shall consult with
the other party regarding the nature and extent of the disclosure. Nothing contained herein shall preclude
disclosures to the extent necessary to comply with accounting. SEC and other disclosure obligations imposed by
applicable Law. To the extent required by such disclosure obligations. TCO or ACe, after consultation with the
other party, may file with the SEC a Report on Fonn 8-K pursuant to the Securities Exchange Act with respect
to the Merger, which report may include, among other things, financial statements and pro fonna financial
information with respect to the other party. Notwithstanding the foregoing, in connection with any filing with
the SEC of a registration statement or amendment thereto under the Securities Act. including. without limitation.
in connection with the offer and sale of any securities by TCG. ACC or TCG. after consultation with the other
party. may include a prospectus containing any information required to be included therein describing the
Merger, including, but not limited to. financial statements and pro fonna financial infonnation with respect to
the other party, and thereafter distribute said prospectus. TCG and ACC shall cooperate with the other and
provide such information and documents as may be required in connection with any such filings. In the event the
Merger is not consummated. each party shall return to the other any documents furnished by the other and all
copies thereof any of them may have made and will hold in absolute confidence any infonnation obtained from
the other party except to the extent (i) such party is required to disclose such infonnation by Law or such
disclosure is necessary or desirable in connection with the pursuit or defense of a claim, (ii) such infonnation
was known by such party prior to such disclosure or was thereafter developed or obtained by such party
independent of such disclosure. or (iii) such information becomes generally available to the public or is otherwise
no longer confidential. Prior to any disclosure of infonnation pursuant to the exception in clause (i) of the
preceding sentence. the party intending to disclose the same shall so notify the party which provided the same in
order that such party may seek a protective order or other appropriate remedy should it choose to do so.
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8.2 Amendment ancJ Modification. To the . .
amended. modified or supplemented only by .extent permlllcl1 by apphcable law, this Agreement may be

a wntten agreement amo ACC TCa . . .
whether before or after approval of this Agreement and th . " . ng • and AcqUIsitIon SUbsidiary,
of ACC. Acquisition Subsidiary and TCa. e transactIOns contemplated hereby by the stockholders

8.3 Waiver of Compliance; Consents. Any failure of ACC on the one hand or TCa h h
. .. ...' onteoterhand,to

comply WIth any obligatIon. covenant. agreement or condition herem may be waived by TCa th h... on e one and,
or ACC on the other hand. only by a wntten lDstrument signed by the party granting such waiver, but such waiv
or failure to insist upon strict compliance with such obligation, covenant, agreement or condition shall n~
operate as a waiver of. or estoppel with respect to. any subsequent or other failure. Whenever this Agreement
requires or permits consent by or on behalf of any party hereto, such consent shall be given in writing in a
manner consistent with the requirements for a waiver of compliance as set forth in this Section 8.3.

8.4 Survival of Representations and Warranties. The respective representations, warranties, covenants and
agreements of ACC and TCG contained herein or in any certificates or other documents delivered prior to or at
the Closing shall survive the execution and delivery of this Agreement, notwithstanding any investigation made
or information obtained by the other party. but shall terminate at the Effective Time. except for those contained
in Section 5.7 and except for the agreements delivered pursuant to Section 4.11 hereof.

8.5 Notices. All notices and other communications hereunder shall be in writing and shall be deemed to
have been duly given when delivered in person, by facsimile. receipt confirmed, or on the next business day
when sent by overnight courier or on the second succeeding business day when sent by registered or certified
mail (postage prepaid, return receipt requested) to the respective parties at the following addresses (or at such
other address for a party as shall be specified by like notice):

(i) if to ACC, to:

400 West Avenue
Rochester, New York 14611
Attention: Michael R. Daley
Telecopy: (716) 987-3335

with a copy to:

Nixon. Hargrave, Devans & boyle LLP

Clinton Square
P.O. Box 1051
Rochester, New York 14603
Attention: James A. Locke, III. Esq.
Telecopy: (716) 263-1600

and

(ii) if to TCG or Acquisition Subsidiary, to:

429 Ridge Road
Dayton, New Jersey 08810
Attention: Chairman, President and CEO
Telecopy: (732) 392-3600

with copies to:

Dow, Lohnes Albertson. PLLC
1200 New Hampshire Avenue, N.W.
Washington. D.C. 20036
Attention: Timothy J. Kelley, Esq.
Telecopy: (202) 776-2222
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8.6 Binding Effect; Assignment. This Agreement and all of the provisions hereof shall be binding upon
and inure to the benefit of the parties hereto and their respective successors and pennitted assigns. Neither this
Agreement nor any of the rights. interests or obligations hereunder shall be assigned by any of the parties hereto
prior to the Effective Time without the prior written consent of the other party hereto. except that Acquisition
Subsidiary may assign to TCa or any other direct subsidiary of TCa any and all rights. interests and obligations
of Acquisition Subsidiary under this Agreement; provided that any assignment by Acquisition Subsidiary of any
or all of its rights. interests and obligations under this Agreement to TCa shall require that the Merger
contemplated by this Agreement shall then be structured as a direct merger of ACC with and into TCG or any
other structure approved by ACC.

8.7 Expenses. All costs and expenses incurred in connection with this Agreement and the transactions
contemplated hereby shall be paid by the party incurring such costs or expenses. subject to the rights of such
party contemplated under Section 7.2. above.

8.8 Governing Law. This Agreement shall be deemed to be made in. and in all respects shall be
interpreted, construed and governed by and in accordance with the internal laws of, the State of Delaware.

8.9 Counterparts. This Agreement may be executed in one or more counterparts. each of which shall be
deemed an original, but all of which together shall constitute one and the same instrument.

8.10 Interpretation. The article and Section headings contained in this Agreement are solely for the
purpose of reference, are not part of the agreement of the parties and shall not in any way affect the meaning or
interpretation of this Agreement. As used in this Agreement, (i) the tenn "person" or "Person" shall mean and
include an individual, a partnership, a joint venture, a corporation, a limited liability company, a trust. an
association. an unincorporated organization. a Governmental Authority and any other eRtity: (ii) the tenn
"affiliate," with respect to any person, shall mean and include any person controlling, controlled by or under
common control with such person; and (iii) the tenn "subsidiary" of any specified person shall mean any
corporation 50 percent or more of the ou~tanding voting power of which, or any partnership, joint venture,
limited liability company or other entity 50 percent or more of the total equity interest of which. is directly or
indirectly owned by such specified person.

8.11 Entire Agreement. This Agreement and the documents or instruments referred to herein. including.
but not limited to, the Schedules attached hereto, which Schedules are incorporated herein by reference. embody
the entire agreement and understanding of the parties hereto in respect of the subject matter contained herein.
There are no restrictions, promises, representations, warranties, covenants or undertakings, other than those
expressly set forth or referred to herein or therein. This Agreement and the documents or instruments referred to
herein supersede all prior agreements and the understandings between the parties with respect to such subject
matter.

8.12 Severability. In case any provision in this Agreement shall be held invalid, illegal or unenforceable
in a jurisdiction, such provision shall be modified or deleted. as to the jurisdiction involved, only to the extent
necessary to render the same valid, legal and enforceable, and the validity. legality and enforceability of the
remaining provisions hereof shall not in any way be affected or impaired thereby nor shall the validity, legality
or enforceability of such provision be affected thereby in any other jurisdiction.

, 8.13 Specific Performance. The parties hereto agree that irreparable damage would occur in the event that
any of the provisions of this Agreement were not perfonned in accordance with their specific tenns or were
otherwise breached. Accordingly, the parties further agree that each party shall be entitled to an injunction or
restraining order to prevent breaches of this Agreement and to enforce specifically the tenns and provisions
hereof in any court of the United States or any state having jurisdiction, this being in addition to any other right
or remedy to which such party may be entitled under this Agreement, at law or in equity.

A-28



8.14 Third Parties. Nothing contained in this Agreement or in any instrument or document executed by
any party in connection with the transactions contemplated hereby shall create any rights in. or be deemed to
have been executed for the benefit of. any person or entity that is not a party hereto or thereto or a successor or
permitted assign of such a party.

8.15 Schedules. ACC and TCG acknowledge that the Schedules to this Agreement (i) relate to certain
matters concerning the disclosures required and transactions contemplated by this Agreement. (ii) are qualified
in their entirety by reference to specific provisions of this Agreement, (iii) are not intended to constitute and
shall not be construed as indicating that such matter is required to be disclosed. nor shall such disclosure be
construed as an admission that such information is material with respect to ACC or TCG. as the case may be,
except to the extent required by this Agreement. and (iv) disclosure of the information contained in one ACC or
TCG Schedule shall be deemed as proper disclosure for all ACC or TCG Schedules, as the case may be.

IN WITNESS WHEREOF. TCG, Acquisition Subsidiary and ACC have caused this Agreement to be signed
and delivered by their respective duly authorized officers as of the date first above written.

TELEPORT COMMUNICAnONS GROUP INC.

By: lsI ROBERT ANNUNZIATA

Name: Robert Annunziata
Title: Chairman. President and

Chief Executive Officer

TCG MERGER CO., INC.

By: I_s_I_W_A_Y_N_E_G_._F_o_x _

Name: Wayne G. Fox
Title: Treasurer

ACC CORP.

By: lsI DAVID K. LANIAK

Name: David K. Laniak
Title: Chairman and Chief Executive Officer
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APPENDIX B

March 27. 1998

Board of Directors
ACCCorp.
400 West Avenue
Rochester. NY 14611

Members of the Board:

We understand that ACC Corp. ("ACC" or the "Company"). Teleport Communications Group Inc.
("TCG"). and TCG Merger Co.• Inc.• a Delaware corporation and a wholly owned subsidiary of TCG
("MergerCo.") have entered into an Agreement and Plan of Merger dated as of November 26. 1997 (the
"Merger Agreement"). which provides. among other things. for the merger (the "Merger") of MergerCo. with
and into ACC. Pursuant to the Merger. ACC will become a wholly owned subsidiary of TCG. and each issued
and outstanding share of Class A Common Stock. par value $0.015 per share. of ACC (the "ACC Stock"). other
than shares held in treasury or by any wholly owned subsidiary of ACC. which will be cancelled. will be
converted automatically into the right to receive a number of shares of the Class A Common Stock. par value
$0.01 per share. of TCG (the "TCG Class A Common Stock") pursuant to the exchange ratio set forth in the
Merger Agreement (the "Exchange Ratio"). The terms and conditions of the Merger are more fully set forth in
the Merger Agreement.

You have asked for our opinion as to whether the Exchange Ratio is fair from a financial point of view to
holders of ACC Stock.

For purposes of the opinion set forth herein. we have. among other things:

(i) reviewed certain publicly available financial statements and other information of the Company and
TCG respectively;

(ii) reviewed certain internal financial statements and other financial and operating data concerning the
Company prepared by management of the Company;

(iii) analyzed certain financial projections prepared by the management of the Company;

(iv) reviewed certain research analyst projections for the Company and TCG;

(v) discussed the past and current operations and financial condition and the prospects of the Company
with senior executives of the Company;

(vi) discussed the past and current operations and financial condition and the prospects of TCG with senior
executives of TCG;

(vii) reviewed the pro forma impact of the Merger on TCG's revenues. earnings per share and cash flow;

(viii) reviewed the reported prices and trading activity for the ACC Stock and the TCG Class A Common
Stock;

(ix) compared the financial performance of the Company and TCG and the prices and trading activity of
ACC Stock and the TCG Class A Common Stock with that of certain other comparable publicly
traded companies and their securities;

(x) reviewed the financial terms. to the extent publicly available. of certain comparable acquisition
transactions;

(xi) participated in discussions and negotiations among representatives of the Company and TCG and their
respective financial and legal advisors;
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(xii) reviewed the Merger Agreement and certain related documents;

(xiii) reviewed the publicly available terms of the proposed merger between TCG and AT&T Corp.
("AT&T");

(xiv) reviewed certain research analyst projections for AT&T; and

(xv) performed such other analyses and considered such other factors as we have deemed appropriate.

We have assumed and relied upon without independent verification the accuracy and completeness of the
information reviewed by us for the purposes of this opinion. With respect to the financial projections. we· have
assumed that they have been reasonably prepared on bases reflecting the best currently available estimates and
judgments of the future financial performance of the Company and TCG. In addition. we have assumed that the
Merger will be consummated in accordance with the terms set forth in the Merger Agreement. including. among
other things. that the Merger will be treated as a tax-free reorganization and/or exchange. each pursuant to the
Internal Revenue Code of 1986. We have not made any independent valuation or appraisal of the assets or
liabilities of the Company or TCG. nor have we been furnished with any such appraisals. Our opinion is
necessarily based on economic, market and other conditions as in effect on. and the information made available
to us as of. the date hereof.

We have acted as financial advisor to the Board of Directors of the Company in connection with this
transaction and will receive a fee for our services. In the past, Morgan Stanley & Co. Incorporated and its
affiliates have provided financial advisory and financing services for the Company and TCG and affiliates and
have received fees for the rendering of these services.

It is understood that this letter is for the information of the Board of Directors of the Company and may not
be used for any other purpose without our prior written consent. except that this opinion.may be included in its
entirety in any filing made by the Company in respect of the transaction with the Securities and Exchange
Commission. In addition, Morgan Stanley & Co. Incorporated expresses no opinion or recommendation as to
how the stockholders of the Company •.should vote at the stockholders' meeting held in connection with the
Merger.

Based on and subject to the foregoing. we are of the opinion on the date hereof that the Exchange Ratio is
fair from a financial point of view to holders of ACC Stock.

Very truly yours,

MORGAN STANLEY & CO. INCORPORATED

By: lsi IAN C.T. PEREIRA

Ian C.T. Pereira
Managing Director
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

W."'-gton, DC 20549

FORM lO..K
l,Mm0ne)

r&J Annual repaJt pursuant to Section 13 or IS(d) of the SewrLties Exchanp M of 1934

Fot tbe fiscal year ended Deeember 31,1997
or

o Ttanlition report pumJaDl to Section 13 01 lS(d) of the Secudtiea Excbanp~ of 1934

For the traDaizion pc:Jiod. from to

ConunIQlcm 1De lUIIBb.. 0·20'13

08110
(Zip Code)

Teleport Communications Group Inc.
~KI:NamefJ'C~ as SpedBldlllIII ClLtmr,

13-3173139
(LlLS.z.,..
[.IIICIIMIiOD N'oJ

belll1t'Ut
<S-..~ JuL'll,tUl:IIDD. .f'
~ ... 0qr'ndM)

437:Rk1gc Road, Eucutlw BaildbIc 3, Dtytoa, NJ
(Addrera ofPriIn:IpaI...U.. 0IIiew)

732-39W18O
~I TdcpbonI Numbtr, lDdudIDa ANI 0I4t)

Securities re&iltcn:d pureuat to Seelim 11(b) of the Ad:

~a(""""'"'l'MkIof .....a.. 011 WIIhta~

NClDe Noue

StWrities .l'fCIstered punuant to SectioD 12(g) 01 the Adi
Cl_ A C.._oo Stock .

\l1*oI0llll

l'¥ticato by eheck mark whotbcr the Rcgialnnt: (1) has filed al1'reports required to be .61t.d by Section 13 or
15(d) of the Securit:ics~ Act of 1934 dwing Ibe prec:eding 12 m01lrba. (or for such. Mortet period that th£
R,epuant v..'U requirtd to file sa repom), aDd (2) bas bec!n subject to aucb filing tequlrcmeDts for the past
90 days_ 'Yes IBI No 0

Ind.i.ca.te by check mark if disc.losum of dc1iftquent ftlers purstW1\ to Item 40S of Rcgulatiou S-K ii not
c:<mt&i* beireiD, and ""'ill l10t be contained., to me bc$t of RcgtstraDt's ~owledge. in deflohive proxy or
information statemcnte incorporated by~~ in Part mof this Fonn io-It llf any 8Inl!mdment to tbis
FontJ la-K. D.

Based. OIl rbe clOling Ales price on March 5. 1998 the a,gregate market 'Value of the voting aDd non-voting
$toek. held. by non-affiliates of the RegiBtrJm WIS approx.im.amly $2,638,42'6,380.

AtMarc:b', 1998, 61,S02.,79O shlll'e8 oflbe R.ePU'altl'S Cass A Common Stock and 113,489,040 shlllC8 of
R.egistrant's Class B CDmll10D Stock wen: outltaDCBDg.

DOCUMENTS INCORPORATED }I'y llEFERENCE

Portions of me. Registrant', de.6nitive ProxY StatCIMDt to be filed with tho Seeru:ities 8Dd. Exdlllftgc
Commission in connection wilh its 1998 Aonual MeetiDi are incorpl:ll'ated by reference into Pm m of this
Report on Form 1o-X.

Certain portions of d\e Rezbtrant'S Regiarcation Statement On Fonn S·3 (File Ka. 33~·37597) are
intorporated by reference in dJig~rt on Fonn lo.K "



Tbe 1996 N;c Js intended to Jncreuc COIQ.POI1tiOD in tbo 10caJ~.tioas baslDeas. The 1996 Act
IeqUltes all local acha:nse pL'Ovidm. iDcludiDg the Compuy IDd new eatnms, to IDltICOOIlect wlIh other
carriCl'., and. to offllll' their senrices for I'8$a16 aDd reql1ixes ILECs to oftlet their sublta.tta1 network facilities on a
discounted 'Wholesale basis and on an uubundled basis. These reqllimnents may facilita~ eI1t:ty by n~
competitors without aubstaoUal capital riak or mvemntllL However, there can be 00 USU1'lUCO that any ntte& Ot

fadlides offered by n.ECs &0 TCG Or other CLBCs ",ill be ec01lOllXJicaUy aaractive or ~caI1y viable.

The Company believes that the 1996 Act will pto\ide it with Incn:ued busJno&a oppottunitiei and
potentially better mqiI1s by opening all local. JDlt'bl3 in Utbu areas 1X) ~ompa:ition and by requiring ILBCa to
provida 1mptovcd difect Intereom1tJCtion at lower CClIIit. Howeve{, uMer the 1996 AI:t. the FCC and some sQte
rquluory alttharittes may provide ILECs with increased ~exibiljty to repdce their H.t\i.ce as emnpedtioo
dovelClpS and as ILECs allow competitora to 1nten:onDeet to the.ir 11fltW0Ib. Jta addition, some new eJlU'IIlI:* in
the local market JU&Y price cetblin services to • particular 0'Il1tome:r or for a particular route below me prices
cbqed by the Company fot ,services to tbal caswmcr or for that route, just as the Compll\y may iuelf U11da:price
dlOIc new entrants. If lLECa and ok compclitol:& lo..cr thair Jate5 and can IUSaL1ft IipificlDtly lower prices
over time, this rD1tY ad,,-ersely affect te'Venucs and~ of TCG. If resubt«Y decisiona permit the B...BCs to
~ CLECs sobsllD1W fees far inteIConnection ~o the! nJ!C&' networks or a:fl'om n.BCa other xeJUlatol)'
tdicf, such deciai.ons could a1SiO have ..material adwise effect OIl Teo. However, TeO believes !bat d1e Dcptive
effects of the 1996 Act may be mere than offset by (i) increued. revenues av~lable as a I'C$Wt of being able to
addms d1e entire urban local oxcbange nua.i..'et, (ii) motUl reciprocal compo11sation wi~ the ILBC that could
e\'lmtually result in 1'00 terminating it$loc:al exchange trafftc OD the n..BC's netw01't at liU1e or 1'10 net coat to
TOO, (iii) obtaining acceu to o1f-netwodc c:u.stometS thtoqh~ aeasoubly priced expanded in.connection
wilb n.:eC netwotts and (iv) a 'bift by IXCs to purclwe access set\oicei from CLECs instead of ILSCs. 1'bl!R
~ be no QS\lrance, howC'Yl!X'~ mat these anticipated results Viill otiSCl tompl8tcly the effecu of increued
oompetition. as a rcauh of the 1996 Act.

Currently, TCO's services aro ptedomiDantly local and J'£&ional. aldloo!b TOO haa begun to offer long
distance services in otder to provide a full ra.n.,cre of Id.ec01mntmlcatioDS settvices to those CU$tomers who prefer
to obWn mOSt or all of the:ir telec<lmmunieauoni services from one provider. HO\\'C\o"et, 'fCG has examined 1i'om
time to time, and will continue to examine. opportUnities to expand its provisioning of othu elated
telecommunications ser.oices. The meqCl' with ACe leprestnQi an ex,panaiCll;l of Tea's lcmg distance 5ervices,
incJl1ding inremaIioulillong d:1stance. and provision of 101::11 services in forefgQ countrieos. To tbe extent that the
Company expands its prov1£ianing of telecODtiDunicatio.a.s or lnterDet services, it cotlld lncur eerram additional
risQ in connection with $ucb expulsion, includin: teChnologicAl 06mpatibility risks, legal and recu!aIOry risk!:
and pos.Jible adver5c reaction by some of its cuzrent customers.

All of the Cable StQCkho1den are in the te1e<:ommonlcaliQIlJ buainl!l$& and lIl&y, now or in thefu~ proVide
services which are the same 0{ similar to those pro\'i.ded by TeG. maddition, affiliates of "OCr, Cox. and Comc:ast,
which collectively have designated 8. majority of the directors of Ihe Company, toptber with 81\ affillam. of
Sprint, have fQrmcd Sprin[ PCS, a parutersb.lp CtCtItCld to provide certain wlre1e&. tc1.ccmumuDications s£tVic:es.
Alto. affililrtes otTCl, Cox and Comcast are principal 0\l0'DUS of At lIome, a pI'O"ide.r oflntlmet ~ted services
over tao @Home" NotWodt. No U05tJra1ltle can be :i\-ev1 thatlhe Cable Stockholders wl'U not compete with TeO
in certain marbts or in tbe provision of certain te1ecommuniea.ti0i15 services. Although directon of TCG who
are also dir8Ctor~, gfficcrs or elDj)loyees Of the Cable StQC;khclders or lIQy of their respP.c:t1ve 8f1i1iates Mve tettain
fiduci!l1)' obliRUiorls to TOO under :Delawa:re law~ $odl directors and the Cable Stockholders, ~ the Ci01\trolling
S~ldeIS of TeO, are in po$itlons \hat may~ con!icts of intere$t witb Rl5pe:ct to eenain business
opportUnities available to and certain ttansaetloos iovolvinJ the Company. The Cable Stockholders haV8 DOt

adopted 1lIl~' special "'oting procedures to deal with such cont1icbl of interest, and there (:aD be no assurance !hat
any .such contUct ""ill be resol\-ed in favor of TeG. In this :regard, TCG's Amended QIld Restated Certificate of
Incorpol'ation provides d1at TeG may not provide certain (i) wirele$S comrn\lDicatioDs sex-vi.ces (other tbllQ
products and services delivered \'ia point-to-point microwave and mflliwave tnm&mJSiions) OJ: (11)
telecammunications services to residences until, in each case, the =rlier of June 26, 2001. 01 the date: on which
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RIc"" Sale' at Unns,i,,,red S«lIliriu

Dumal 1997, the Repnrant ds* (i) aD IIPpte of 2,100.000 shares of Class A Common Stock in
connection ""itb the aoquWtiOl'l of CERPnet, (ii) 2.757,083 share. ofClw A CoJDmoIl Srock in CQIlIl.ClCticm with
the acquisition of ETC, 8Dd (iii) 1,661.624 wholo lbatts of Class A Commcm SIOOk iD ooDMCucm with ~
acquisititm of BlzTel See ":Buailleas--Qtber Receat DeveloplllCm.n 'Jbe issaaI1ce of Clais A Caa1mon Stoek
in each acqu1sitiol1 wu deemed C.'IC.anpt from me reptration ~uireIDeIlU of the Sec:urlties Aet pursuant to
Section 4(2) of the Securities Act of 193:;, U lID1ended. The J'8Ciplems of c:1aA A Common Stock .in eed1
aansacdon ~ented I:hcir inl:mtions to acquile the Clus A Common Stock for inYestDWlt pulpO&eS only and
not with. a view to or for !lale in eonnecdon with any di&trib\ttion of Clasa A Common Stfx:k,

i

I
I

.I

Item 6. &~bItl Firumcfdl DMlI

The foUDWin: tables present hiatmical mmmary combined finaDdal dID. fwtbo yoltS 1993. 19941n4199S.
derived from tho combined audited historic:al ftD8taclal statemcnta ot TOO ud TeG Panncn. Tbe se1eaod
numeial data Set forth below for the.)un 1996 aDd 1997 hIIvo beaD dotived from the COQIQIidated 61WlCi1l
5Wemeutl of TOO. 'l"ha 6P1DCIal stat=Je'iD for lbc)'Ufl 1995 Ibtoup 1997 bnD been audked by Deloiae &
Touche UP, independent audiTOtS. whose rcpon tbereon appeea dlewhme in this Foanlo-X.

"
1·......])eceWetr 31.

1"., 1. .. DM 1m
(iIQUm Ia....n... uaptllw1! UMIIItI)

244,86& $ 134.652- $ 99,113 $ 12.114
21,80S 31051'7 2D,691 1.$5$

2fI1,ftlJ9 166,1$ 120.674 u.m
151,591 93.111 76J72 54.,111
&S.W 5D,475 !9,~~ . 34,,281

78.4)6 37.1J7 1'.933 116,197

(53,363) (ts.2'I) (lS,U» (2ti,767)

3<1,119 4IJ67 1,711 1,1m
(73.613) (23,331) (5,1m) (1.401)

(43.414) (19.2164) OJ6S) (m)

!,520 663 ' 1,395 ?96
(19,4(lO) (19.541) (11.763) (1,11')

(112,657) (S~._) (29,556) (nGO)
(2.,113) (<<)1) (433) ....149

(ll4,8SO) S (53,i04) S <19.t89l $ (1&.271)

(1.00) S (0.77) S (0.41) $ (O.~

11-4•.w9.~ 70,000,140 70,000.1«) 7l).ooo,l~

494.304
'-8MSO
165,977.
:12,000

155.G
(lWI5)

31,111
(1l6.1'72)

(BS.06l)

(3,411)

(221,OO3)
(1.664)

S (m.667) $

S (1.34) S

165,'721,1)59
=

TOIlI1 RcvaPa .
Opera&illllllqlCllllS· .
SeIIizIa.lencraJ 1M~~) •.••..•..•.
lII-pl'QOIUI relINI'Ch ud d&ftlo.Ptl\fllll Clll,~) .•••••••••••.
~ aDd lLlD~dan ..

Opc:ndftg 10M .

Intmest:
Iluermt iDool'M .
Ia'lll'lCl lllJ*l6c .

'Net lntetell l:XPeasc , .
Mi.ocarity iJu:«at(.) .
5quitY iJ\ I.o$Ies oll1DCOlIliOll~ IftlIIates ••.•..••.•••••

Loa 1lcfore 11IeDJne talt5 •.• , .

lII.comc tax (provlslcA) bfJIz1jt •.•••••••••••••••••••••••

Net 10$$ .

Net 1I»ll per $liar: .

Wti&hted 1lV~ llVl'Abet of 1harII ••••••••••..•..•.••••

s...... oJ: 0pua&IaN DaD:
bwialMl5:
TtIflc:omnm~lIi ..,Jcc . . . • .. .. . • .. •.. .. . . . . •.. . s o494,3lM S
~llQ1ch'Oyl1t)' feea(l) .

OdaalMtaz
EBlTDA(5) •.. •.. •. . . . .. . .. .. • .. • .. • .. ••• •••.. . .. . . . S
Cuh &owl from~wvilies •.•..... ,•.•.•......
Cuh ao.tl frcIIllDwa~~ ••••••••..•.•••••••••
Carh flo"". froIn 8D111dJ1& KIi'lritia,...••••••••••.•••••••
Cap~exp~6) .
RilW of emi.qs to Ibte4 cbarges(7) , •.•••.••••.•..•

44,117 S
(11.211)

eJil.624)
2S8.'¢l6
SOl.005

15,QS3 $
93,618

(913-'13)
1,015,.573

308.112

2l,57fi S
36.1.1

('21)7,tJ67)
157,618
154,807

4,113 $
'7,7"

(265.02.6)
171,551
143,276

(4,S70)
47,438

(149,107)
119,82l
15:5,184
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.. _.~ iM expenBea ane)(~ iDcQaed fot aeMceI provided to the
LoCil M.adcet PmblGbi,PI. in tl» amouatl of $21.4 miWOD, S29.6 mlWon, Sl~.4 mi1Jim and $1.4 mill\oa
for the yean 1996, 1995. 1994 aD4 1993. respecclvely.

(3) In December 1997. TeG oYIlUDd tht' acquired assets IDd Uabmliea of cmPnet, 8QQ as a result of the
evaIation. TCG expaqocl &CqQiftd iD-proceu~ ad devtlopmaat COSU.

(4) MiDoril)' imotat re8ee:tS F'JddiIy Commllnicadons Inc.'s equity interest in Teleport Com.uumjratioDs
BostoQ. for 1993 and 1994; a Cox tftiU..,s h1re1at in TCQ Sill Die. for 1993 8110 1994; 8Ild TeI NlCl
Cmadnexal af61iate.t'~ it! TeG St. lAais for 19!)4 IDI1 1995 8DC11'96. ID 1996. after JiviDg effect
to the TOO "RocqaizatiOll ILDd the debt IDd oqaity oft'eriqs CODIUI\1IDIlfld in July 1996, tlw. minarity
lMereat mlectsl Viacom. Te1ac:oIu.lDc.'s equity laleRSts of 22.2,. and 22.9" in TeO Selllt1e lUId TOO SIX'
Franc;isco, r:c~tive1y, IlDd Inte£Media~' equity iDlll'Clt or 4.21& in TOO Sill FraDc:1aco. In 1997
TeG no loopr teeordec1 mh10rity inteleSt for the IAc:al Made« Panncr!bipe due 10 tho completion of the
TCG R.eorpftiution.

(5) SDDA consists of tammS' (los.) befofe iIlterest. i~ taxc4, de,pccciatioll, ammtizatiOl1, Jninority
icblmt and equity in loases of QIlCOQIOIidu:d affiHet!'s It \5 a mea8ute. commonty used in tbe
te}ecommUDieatl()Q$ iDdustty aJ1d is Jft"Dled to udst in UDdenstaDdiCl TeG's OJ)lnUng multa. BBlTDA
is DOt imcndod. to rcpt'esel1t cash flows or results of operations in acccm:lance with U.S. aAAP fot the
periods indicated. Tea's U8e of :aBrrDA IDaY Dot be c:omparable. to aiiDilat~ tilled mea1UrC8 due to the use
by otbMc~s of di.fferem.t ftoancial statement components in caIculatinl SBrrDA. In 1997, this
amO\tDt tepreseots R.teUlTia& SIrDA whlch is dthod u BBlTDA exclwting a ooe-thDo Qon-lCCl.IU'1Dg"
cb.arIe for IICqUired in-proC*t re&ClBl'Ch BD4 Qcvelopmmt costs.

(6) Capilli C'lq*1ditures for 1996 ue ntt of the effect of the inclU8ion of me Local Malket Partnerships 88 of
JUDe 30, 1996.

(7) Tbe ratio of eamlDal to fixed cbalJt:$ is comput~ by dividiq pre-tax income from operations beforo fixed
dlara- (other tbu1 capjr,aJjt«l manit) by 1ix~ cbqes. Fixed charg8$ cotdist of interest chaqes end the
8DIOI'Iisatiw of ckbt oxp=nsc and dillCOlDlt or premium telaled to~, whether e«pemed or
capiWlud, lUld that portion 0{ rooraI expcase the Company believes to be~leJive of lnte:I:eat. For the
years 1997, 1!l%. 1995,1994 and. 1993. eamiugs were lDauffici~t to ~vcr6xcd cbarg~ by $221.0 million.
SU6.2 million, $54.1 million. $31.0 mllllon and $23.2 miUiOl1, rtlpeCti~ly.

\

\

Item 7. M~nt's Dfscrwiorr. tUttlA~ ofF~ CondltlDlI 4fttll(tSU," ofOpertltions

Oveniew

ttG.1bc fit8t and largest CLEC in 1he t;nited Swes. offers comprcbODSi'Ve tel~catiOJUl aervices in
major metrQpoUtan nwbta nationwide. Th~ Compally COJnpete8 wid\ n.ECs by provid1n3 high. quality,
iutegratcd tek:commUDIcalioas services, ptimatily O\'Q' tiber optic diJiral networb. to tneet the voU:e.. data and
video bUSmission Deeds of its c:ustomers. TeG's customers a£C lJ%'incipally telecommunications intemive
bWlinfJ&ses. hcalthc:are and educational institutions, IOvemmental agencie6, 1011& distance c:ani~ and reseUers.
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